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Days marked by M&A

(was Reduce)

Reduce

SEK 34.96

(was SEK 34.00)

SEK 35.00

Recommendation

Share price:

Guidance (Unchanged)

In 2025, the company expects comparable service revenue growth of 
2%, comparable EBITDA growth of at least 5%, capital expenditure 
below 14 BNSEK and free cash flow of approximately 8 BNSEK.

We raise the target price of Telia’s share to SEK 35.0 (was 34.0), 
reflecting estimate changes, and reiterate our Reduce 
recommendation. Overall, Telia's Q2 report was relatively in line 
with our expectations. However, the M&A news of the last few 
days took the spotlight. We expect the company to grow in line 
with guidance, which is a good level by historical standards. The 
valuation picture of the stock (2025e P/E 16x and EV/EBIT 15x) 
remains neutral given the already tight earnings growth 
expectations. 

The result was in line with expectations in Q2 

Telia's revenue in the second quarter decreased by 2% to 
19,787 MSEK, and excluding currency effects and M&A, revenue 
increased by +1%. Revenue (3%) was below our expectations. Of 
the largest geographic markets, Sweden met our expectations, 
while operations in Finland and Norway fell short. Adjusted EBITDA 
increased by 6% to 7,787 MSEK and was in line with our and 
consensus expectations. The adjusted EBITDA margin was 40.3%, 
up 2 percentage points year-on-year, driven by substantial cost 
savings. 

Focus on M&A news

Telia announced on Thursday that it had signed a Memorandum of 
Understanding regarding the sale of its Latvian operations. The 
parties aim to sign a final agreement by the end of Q4’25 and are 
targeting a closing of the transaction in Q1’26.  Additionally, on 
Friday morning, Telia reported on a public offer to acquire the 
Swedish fiber network provider Bredband2. Bredband2's revenue 
represents approximately 5% of Telia's revenue and 1% of its 
EBITDA. If the transaction is completed, Telia expects to realize 
relatively significant synergies given the size of the transaction. The 
EV/EBITDA valuation of the transaction corresponds to 10x, using 
2024 figures. In our view, the valuation is somewhat high before 
synergies, given that the deal mainly involves buying customer 
accounts. In addition, Bredband2's profitability is under pressure 
this year as a result of marketing efforts and discounts. Although 
50% of Bredband2's shareholders have committed to the takeover 
bid, the completion of the transaction requires the approval of 

more than 90% of shareholders, which we estimate will take time. 
We also do not expect the deal to be straightforward for the 
competition authorities, as we understand that the fiber market 
share will reach almost 50%. This acquisition aligns with the 
company's recent statements about its desired market position: 
first or second. Telia also completed the sale of its TV & Media 
business at the beginning of July. 

Strong profit growth in 2025 due to cost savings

In 2025, the company expects comparable service revenue to 
grow by 2% (below 2% in H1’25 and above in H2), comparable 
EBITDA to grow by at least 5% (lower in Q3 and higher in Q4), 
investments of less than 14 BNSEK and free cash flow of 7.5 
BNSEK. In our view, this year's guidance is realistic, but our 
forecasts coincide with the guidance levels (revenue +2% and 
EBITDA +5%). Revenue growth in H2 will be supported by price 
increases, as well as by the corporate and public sectors. 
Profitability, on the other hand, is driven by the substantial cost 
savings of 2.6 billion implemented in Q4’24 and the continuous 
annual cost savings of around 1 billion. In our view, it is now 
important for the company to continue to grow earnings and further 
improve cash flow in order to restore confidence in its sustainable 
business and reduce risk levels. 

Valuation picture is neutral

We forecast Telia's adjusted P/E and EV/EBIT multiples for 2025e 
to be 16x and 15x, respectively. The multiples are approximately 
15% below the Nordic peers and below the entire peer group. In 
our view, the valuation is even cautiously attractive in absolute and 
relative terms, but considering the improved earnings level in the 
current year's forecasts (where Q1 was the best quarter), previous 
numerous disappointments, and the level of risk associated with 
earnings growth in the coming years, the overall picture is still 
neutral. The dividend yield (6%) partially limits the stock's downside, 
but it is not yet sustainable and thus does not act as a safety 
cushion. A positive view on Telia would require better evidence of 
sustained performance growth without further setbacks. 2

Target price:

Business risk

Valuation risk



o Continuing the turnaround in Sweden and a 
turnaround in Finland and Norway

o Earnings growth through top-line growth and 
profitability improvement

o 5G opportunities

o Strong cash flow

o Acquisitions

o Divestment of non-strategic businesses

o Realization of cost savings

o Intensified competition

o Delay or failure in the implementation of the 
new strategy

o Sweden’s high ownership in Telia and the 
restriction of consolidation

o Structural changes in the industry

o Intensified inflation
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Result in line with expectations in Q2, and M&A stole spotlight
Comparable revenue grew slightly in Q2 but missed our 
expectations 

Telia's revenue in the second quarter decreased by 2% to 
19,787 MSEK, and excluding currency effects and M&A, 
revenue increased by +1%. Revenue (3%) was below our 
expectations. Comparable growth in service revenues 
slowed down slightly and was 1% (Q1: 2%), which is 
somewhat concerning. Of the largest geographic markets, 
Sweden met our expectations, while operations in Finland 
and Norway fell short. The company had previously 
commented that H1 would be weaker than H2 in terms of 
revenue and EBITDA development. 

EBITDA was in line with our forecasts

Adjusted EBITDA increased by 6% to 7,787 MSEK and was in 
line with our and consensus expectations. The adjusted 
EBITDA margin was 40.3%, up 2 percentage points year-on-
year, driven by substantial cost savings. In the lower rows, 
depreciation and financing costs were both around 
0.1 BNSEK less than expected. Consequently, earnings per 
share from continuing operations were 0.50, slightly above 
our and the market's expectations (0.47 and 0.43). 

Focus on M&A news

Telia announced the previous evening that it had signed a 
Memorandum of Understanding to sell its Latvian operations 
with the Republic of Latvia, Latvenergo and LVRTC. Telia 
would sell all of its shares in fixed network operator Tet and 
mobile network operator LMT. Telia's proportionate 
ownership in the two companies is 49% of the shares in Tet 
and 60.3% of the shares in LMT. The parties aim to sign a 
final agreement by the end of 2025 and are targeting a 
closing of the transaction in the first half of 2026. The 
companies did not disclose the purchase price at this time.

On the morning of the results day, Telia announced a cash 
offer of SEK 3.25 per share for Bredband2. Bredband2 is the 
third-largest provider of fiber networks to Swedish 
consumers and operates on open city networks. Bredband2 
had a revenue of 1,727 MSEK and an EBITDA of 287 MSEK in 
2024, corresponding to approximately 5% of Telia's revenue 
and 1% of its EBITDA. Upon completion of the transaction, 
Telia expects to realize synergies of approximately 200 
MSEK, half of which will be revenue-related and half will be 
cost-related, i.e., the synergies will be relatively significant. 

The EV of the transaction is 3 BNSEK. The EV/EBITDA 
valuation of the transaction thus corresponds to 10x, using 
2024 figures. In our view, the valuation is neutral at best 
before synergies, given that the deal mainly involves buying 
customer accounts. In addition, Bredband2's profitability is 
under pressure this year as a result of marketing efforts and 
discounts. Bredband2's board of directors recommends the 
offer, which is backed by commitments from the five largest 
shareholders, representing 50.2% of the shares. However, 
closing the deal requires the approval of more than 90% of 
shareholders, which we estimate will take time. The now-
announced acceptance period begins in September and 
ends in mid-October. Additionally, the offer must be 
approved by the competition authorities. We understand that 
following the transaction, Telia and Bredband2's combined 
fiber market share would reach almost 50%. Thus, we do not 
consider the deal to be a clear-cut case from the competition 
authorities' point of view either.

This acquisition aligns with the company's recent statements 
about its desired market position: first or second. Telia also 
completed the sale of its TV & Media business at the 
beginning of July. 
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We slightly increased our earnings estimates
Estimate revisions

o We increased our earnings estimates for the coming years slightly, mainly due to lower-
than-forecast depreciation levels.

o We will add the Bredband2 acquisition to our forecasts once it materializes. The impact of 
the Bredband2 acquisition on revenue and EBITDA is approximately 5% and 1% per year, 
respectively, before synergies (200 MSEK).

o We will include the sale of the Latvian operations when the transaction and its timing are 
confirmed. 

Guidance for 2025 and our expectations

o In 2025, the company expects comparable service revenue to grow by 2% (below 2% in 
H1’25 and above in H2), comparable EBITDA to grow by at least 5% (lower in Q2-Q3 and 
higher in Q4), investments of less than 14 BNSEK and free cash flow of 7.5 BNSEK. 

o We forecast revenue to grow by 2% and adjusted EBITDA by 5% in 2025. In 2026-2027, 
we expect revenue to grow by 2% and profitability to remain at the 2025 level. 

Operational earnings drivers

o Service revenue growth driven by 5G and faster subscription sales.

o Low attrition and price increases across the sector are supporting revenue and 
especially profitability.

o Extensive cost savings of 2.6 BNSEK implemented in 2024 and continuous annual 
efficiency measures of around 1 BNSEK.

Telia's financial targets for 2025-27 are:

o Comparable service revenue growth of 2% per year on average

o Comparable annual average EBITDA growth of 4%

o Investments excluding licenses and spectrum fees under 14 BNSEK per year

o Free cash flow of at least 10 BNSEK in 2027
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Valuation picture is neutral
Valuation multiples 

Historically, it has been difficult to compare Telia with 
competitors with earnings multiples, because e.g., Telia's 
EBITDA does not show the income from minority holdings 
(they are reported in EBIT) and discontinued operations are 
only reflected in net income. In addition, Telia has a significant 
number of negative and positive one-off items each year, 
which must be adjusted to ensure comparability. These items 
have gradually decreased, but they continue to occur every 
year. There is also a constant need for restructuring, which 
amounts to 500-1,000 MSEK per year, or a few percent of 
EBITDA.

In the big picture, Telia's risk profile compared to the general 
stock market is still moderate, although the company's 
previous disappointments still partly keep us cautious. The 
operator business has performed better than in the past 
between 2022 and 2025, with the exception of a small dip 
last year. Telia's risk profile clearly differs from that of its 
competitor Elisa, for example, which has systematically and 
continuously improved its efficiency for over a decade, has 
been able to reduce macroeconomic pressures much more 
effectively through its actions and has developed solidly and 
predictably in operational terms.

With our estimates, Telia’s adjusted P/E and EV/EBIT ratios for 
2025 are 16x and 15x. The multiples are about 15% below the 
Nordic peers and also below the entire peer group. In 
absolute and relative terms, we believe the valuation is even 
cautiously attractive. However, considering the improved 
earnings level in the current year's forecasts (and that the 
best quarter is behind us), the numerous previous 
disappointments, and the level of risk associated with 
earnings growth in the coming years, we believe the overall 
picture is neutral. The multiples are below the company's own 
five-year average (19x and 18x).  Given the rising expected 
returns, the valuation is also neutral from this perspective.

Expected return is not quite enough yet

The expected return on Telia's share mainly consists of the 
dividend yield (6%), the sustainability of which is still 
questionable. We forecast earnings growth of around 3% in 
the coming years, with a high level of risk. We consider the 
valuation to be neutral. The expected rate of return just 
exceeds the expected return on equity. However, this alone is 
not sufficient to justify a positive view.

DCF calculation

The DCF calculation supports our view on the share (SEK 36). 
The last five years or so have been a rollercoaster ride for 
Telia, with many disappointments. In addition, the overall 
business mix has changed significantly (Eurasia and masts 
divested, Danish operations sold and TV & Media acquired 
and now sold, Latvian operations currently being sold and 
Bredband2 acquired). These factors continue to undermine 
the predictability and comparability of long-term cash flows, 
even though most quarters in recent years have been 
relatively good.

Our DCF model indicates a value of SEK 35.6 per share for 
Telia. The model assumes that the company's revenue growth 
will be about 2% in the medium term and 2.0% in the terminal. 
We forecast an EBIT margin of around 16-19% between 2024 
and 2030 and 19% in the terminal period. The forecasts are 
relatively ambitious, which is also reflected in the high 
terminal weight in the valuation (59%). 

With a predictable and stable business relative to the general 
market, we continue to use a low (7.4%) discount rate (WACC) 
compared to the general market. The weighting of the DCF 
still relies heavily on the terminal value, but it serves as one of 
the approaches for Telia's valuation and reflects the fact that 
the stock is fully priced. 6



The market cap and enterprise value in the table consider the expected change in the number of shares and net debt for the forecast years.

Valuation table
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Peer group valuation
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Full-year earnings per share are calculated using the number of shares at year-end.

Income statement
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Balance sheet
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DCF-calculation
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24%

17%

59%

2025e-2029e

2030e-2034e

TERM

Cash flow distribution

2025e-2029e 2030e-2034e TERM



Source: Inderes. Note that the weight of the terminal value (%) is shown on an inverse scale for clarity.

DCF sensitivity calculations and key assumptions in graphs
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The market cap and enterprise value in the table consider the expected change in the number of shares and net debt for the forecast years. Per-share figures are calculated using the number of shares at year-end.

Summary
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Disclaimer and recommendation history
The information presented in Inderes reports is obtained from several different 
public sources that Inderes considers to be reliable. Inderes aims to use reliable 
and comprehensive information, but Inderes does not guarantee the accuracy of 
the presented information.  Any opinions, estimates and forecasts represent the 
views of the authors. Inderes is not responsible for the content or accuracy of the 
presented information. Inderes and its employees are also not responsible for the 
financial outcomes of investment decisions made based on the reports or any 
direct or indirect damage caused by the use of the information.  The information 
used in producing the reports may change quickly. Inderes makes no 
commitment to announcing any potential changes to the presented information 
and opinions.  

The reports produced by Inderes are intended for informational use only. The 
reports should not be construed as offers or advice to buy, sell or subscribe 
investment products. Customers should also understand that past performance is 
not a guarantee of future results. When making investment decisions, customers 
must base their decisions on their own research and their estimates of the factors 
that influence the value of the investment and take into account their objectives 
and financial position and use advisors as necessary. Customers are responsible 
for their investment decisions and their financial outcomes.  

Reports produced by Inderes may not be edited, copied or made available to 
others in their entirety, or in part, without Inderes’ written consent. No part of this 
report, or the report as a whole, shall be transferred or shared in any form to the 
United States, Canada or Japan or the citizens of the aforementioned countries. 
The legislation of other countries may also lay down restrictions pertaining to the 
distribution of the information contained in this report. Any individuals who may 
be subject to such restrictions must take said restrictions into account.

Inderes issues target prices for the shares it follows.  The recommendation 
methodology used by Inderes is based on the share’s 12-month expected total 
shareholder return (including the share price and dividends) and takes into 
account Inderes’ view of the risk associated with the expected returns.   The 
recommendation policy consists of four tiers: Sell, Reduce, Accumulate and Buy.  
As a rule, Inderes’ investment recommendations and target prices are reviewed at 
least 2–4 times per year in connection with the companies’ interim reports, but 
the recommendations and target prices may also be changed at other times 
depending on the market conditions. The issued recommendations and target 
prices do not guarantee that the share price will develop in line with the estimate. 
Inderes primarily uses the following valuation methods in determining target 
prices and recommendations: Cash flow analysis (DCF), valuation multiples, peer 
group analysis and sum of parts analysis. The valuation methods and target price 
criteria used are always company-specific and they may vary significantly 
depending on the company and (or) industry.

Inderes’ recommendation policy is based on the following distribution relative to 
the 12-month risk-adjusted expected total shareholder return. 

Buy The 12-month risk-adjusted expected shareholder return of 
the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder return of 
the share is attractive

Reduce The 12-month risk-adjusted expected shareholder return of 
the share is weak

Sell The 12-month risk-adjusted expected shareholder return of 
the share is very weak

The assessment of the 12-month risk-adjusted expected total shareholder return 
based on the above-mentioned definitions is company-specific and subjective. 
Consequently, similar 12-month expected total shareholder returns between 
different shares may result in different recommendations, and the 
recommendations and 12-month expected total shareholder returns between 
different shares should not be compared with each other. The counterpart of the 
expected total shareholder return is Inderes’ view of the risk taken by the 
investor, which varies considerably between companies and scenarios. Thus, a 
high expected total shareholder return does not necessarily lead to positive 
performance when the risks are exceptionally high and, correspondingly, a low 
expected total shareholder return does not necessarily lead to a negative 
recommendation if Inderes considers the risks to be moderate. 

The analysts who produce Inderes’ research and Inderes employees cannot have 
1) shareholdings that exceed the threshold of significant financial gain or 2) 
shareholdings exceeding 1% in any company subject to Inderes’ research 
activities. Inderes Oyj can only own shares in the target companies it follows to 
the extent shown in the company’s model portfolio investing real funds. All of
Inderes Oyj’s shareholdings are presented in itemised form in the model portfolio. 
Inderes Oyj does not have other shareholdings in the target companies analysed.  
The remuneration of the analysts who produce the analysis are not directly or 
indirectly linked to the issued recommendation or views. Inderes Oyj does not 
have investment bank operations.

Inderes or its partners whose customer relationships may have a financial impact 
on Inderes may, in their business operations, seek assignments with various 
issuers with respect to services provided by Inderes or its partners. Thus, Inderes 
may be in a direct or indirect contractual relationship with an issuer that is the 
subject of research activities. Inderes and its partners may provide investor 
relations services to issuers. The aim of such services is to improve 
communication between the company and the capital markets. These services 
include the organisation of investor events, advisory services related to investor 
relations and the production of investor research reports. 

More information about research disclaimers can be found at 
www.inderes.fi/research-disclaimer.
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